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SUBJECT: US-EC CONSULTATIONS: PLENARY DISCUSSION OF TRADE 
ISSUES OTHER THAN STEEL 

1 . SUMMARY: PLENARY SESSION MAY 26 HEARD REPORT OF PREV- 
IOUS DAY.S WORKING GROUP ON TRADE AND STEEL ISSUES, DIS- 
CUSSED POTENTIAL PROBLEMS IN THE EXPORT CREDIT CONSENSUS, 

AND EC CONCERNS ON COUNTERVAILING DUTY WAIVER EXPIRATIONS, 

US SPECIALTY STEEL QUOTAS AND ZENITH AND US STEEL COURT 
CASES. OTHER STEEL ISSUES ARE REPORTED SEPARATELY. END 
SUMMARY. 

2. WORKING GROUP REPORT: 

EC DEPUTY DIRECTOR GENERAL LOEFF DELIVERED REPORT OF PRE- 
CEDING DAY.S WORKING GROUP DISCUSSION (SEE SEPTEL). 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 BRUSSE 10439 01 OF 02 301402Z 

HE MADE FOLLOWING REMARKS ON AGRICULTURAL ITEMS: 

ON SUBSIDIES FOR PROCESSED FRUITS AND VEGETABLES HE SAID 
THAT THE EC HAD TAKEN NOTE OF US CONCERNS AND REQUEST FOR 
ADVANCE CONSULTATIONS AND WOULD RESPOND. ON SUGAR, HE 
NOTED THAT THE POSSIBILITY OF EC ADHERENCE TO THE INTER- 
NATIONAL SUGAR AGREEMENT IS UNDER CONSTANT CONSIDERATION. 
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HE SAID THAT THE EC WOULD LOOK INTO US CONCERNS OVER 
POSSIBLE AGGRESSIVE MARKETING POLICIES OR CHANGES IN 
RESTITUTION LEVELS WHICH COULD LEAD TO USG RECONSIDERA- 
TION OF COUNTERVAILING DUTY WAIVERS ON CANNED HAMS AND 
BUTTER COOKIES. HE NOTED THAT THE EC HAD DRAWN U.S. 
ATTENTION TO CERTAIN QUESTIONABLE PRACTICES FOR POULTRY 
EXPORTS. 

3. ON INDUSTRIAL QUESTIONS OTHER THAN STEEL LOEFF SAID EC 
SIDE HAD EXPLAINED ITS THINKING ON THE EMERGING SYNTHETIC 
FIBER CARTEL AND HAD STRESSED THAT IT WOULD HAVE NO EXTER- 
NAL RESULTS OTHER THAN TO REDUCE PRESSURES ON THE WORLD 
MARKET. ON PULP AND PAPER THE EC SIDE SAID IT HAD NO 
INTENTION TO MOVE TOWARD A CARTEL. 

4. FOLLOWING PRESENTATION OF REPORT. US SIDE (BARRACLOUGH 
AND COOPER) REPEATED ITS INTEREST IN AS A EARLY AS POSSIBLE 
AN ANSWER TO US REQUEST FOR PRIOR CONSULTATION ON THE 
SUBJECT OF SUBSIDIES FOR PROCESSED FRUITS AND VEGETABLES. 

5. ON EXPORT CREDITS. COOPER NOTED THAT THE US, THE EC AND 
OTHERS HAD BEEN ABLE ONLY RECENTLY TO REACH AN AGREEMENT 
ON THE TERMS AND MATURITIES FOR EXPORT CREDITS EXTENDED 
BY OFFICIAL INSTITUTIONS. HE SAID THAT US BUSINESSES, AND 
NOW THE US CONGRESS, HAVE BECOME CONCERNED OVER SEVERAL 
TRANSACTIONS THAT THEY CONSIDER TO BE A CIRCUMVENTION OF 
THE CONSENSUS. ACCORDINGLY THE EXPORT-IMPORT BANK IS UNDER 
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GROWING PRESSURE TO COMPETE. HE THOUGHT IT IS IN NEITHER 
OF OUR INTERESTS TO SEEK TO CIRCUMVENT THE CONSENSUS AND 
EXPRESSED HOPE THAT UPCOMING TALKS ON AIRCRAFT ON JUNE 1 
AND ON TANKERS ON JUNE 19 AT THE EXPERT LEVEL WOULD ALLOW 
FOR A WORKING OUT OF PROBLEMS. HE ADDED THT THE ISSUE IS 
SERIOUS ENOUGH SO THAT SHOULD EXPERT LEVEL AGREEMENT NOT 
BE REACHED, THE US WOULD TAKE THE ISSUE TO THE OECD 
MINISTERIAL AND PERHAPS TO THE BONN SUMMIT. HE SAID HE 
KNEW THE COMMISSION HAD BEEN INSTRUMENTAL ON THE EC SIDE 
IN GETTING THE CONSENSUS OFF THE GROUND AND HOPED IT COULD 
CONTINUE TO BE HELPFUL. HAFERKAMP REPLIED BY SAYING THAT 
THE COMMISSION IS DOING EVERYTHING IT CAN TO TRANSLATE THE 
CONSENSUS INTO A REALITY. IF IT IS NOT BEING RESPECTED, 

LET.S GET FULL INFORMATION AND SEE HOW TO KEEP IT TOGETHER. 
HE HOPED THAT UPCOMING EXPERT MEETINGS WOULD BE EFFECTIVE. 

6. COUNTERVAILING DUTY WAIVERS ON CHEESE, CANNED HAMS AND 
BUTTER COOKIES: 

EC SIDE (LOEFF) NOTED THAT EXISTING WAIVERS EXPIRE ON JAN- 
UARY 4, 1979. ALTHOUGH IDEAL SITUATION IS TO FINISH THE 
MTN ON TIME AND OBTAIN CONGRESSIONAL APPROVAL FOR PACKAGE 
PRIOR TO THAT DATE, COMMISSION ASKED WHAT CONTINGENCY 
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PLANNING THERE WAS SHOULD THERE BE A DELAY. HE CALLED THE 
WAIVERS A TIME BOMB WHICH COULD POSE VERY GRAVE DIFFICULT- 
IES. COOPER REPLIED THAT THE EARLY EXPIRATION OF THE 
WAIVER AUTHORITY COULD BE SEEN AS AN INDICATION OF CON- 
GRESSIONAL CONCERN ABOUT SUBSIDIES. CONGRESS HAD INSERTED 
THE WAIVER AUTHORITY RELUCTANTLY IN ACKNOWLEDGEMENT THAT 
IT WOULD TAKE TIME TO NEGOTIATE A CODE ON SUBSIDIES. 

THE EXPIRATION UNDERLINES WHY THE MAJOR FEATURES OF A CODE 
MUST BE AGREED BY MID-JUNE. HINTON ADDED THAT US POLICY- 
MAKERS ARE TOTALLY ENGAGED IN WORKING TOWARD A SUCCESSFUL 
MTN AND THAT THERE IS NO CONTINGENCY PLAN. 
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THE EXPIRATION UNDERLINES WHY THE MAJOR FEATURES OF A CODE 
MUST BE AGREED BY MID-JUNE. HINTON ADDED THAT US POLICY- 
MAKERS ARE TOTALLY ENGAGED IN WORKING TOWARD A SUCCESSFUL 
MTN AND THAT THERE IS NO CONTINGENCY PLAN. 

7. SPECIALTY STEEL QUOTAS: 

EC SIDE (LOEFF) EXPRESSED DISAPPOINTMENT OVER JANUARY 
DECISION OF PRESIDENT TO CONTINUE QUOTAS. HE SAID HE 
UNDERSTOOD THERE IS ALREADY PRESSURE BUILDING IN THE US 
TO EXTEND THE QUOTAS BEYOND THEIR EXPIRATION DATE IN 
MID 1979. HE NOTED THAT THE EC CONTINUED TO RESERVE ITS 
GATT RIGHTS AND WONDERED WHETHER THE TIME WAS COMING FOR 
FORMAL GATT CONSULTATIONS ON THE QUESTION. US SIDE (COOPER 
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AND BARRACLOUGH) REPLIED THAT IT IS IN NEITHER OF OUR 
INTERESTS TO RAISE THE ISSUE OF COMPENSATION OR RETALIA- 
TION AT THIS TIME. THE US ACCEPTS THAT THE EC HAS RESERVED 
ITS GATT RIGHTS AND WOULD NOT SEEK TO UNDERMINE THIS AC- 
CEPTANCE. IF THE EC INSISTS ON CONSULTATION, WE WOULD OF 
COURSE PARTICIPATE. HOWEVER. WE DO THINK TIMING IS UNWISE 
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AND COULD MAKE ISSUE A POLITICAL ONE. HINTON ADDED HIS 
IMPRESSION THAT RAISING THE PRESSURE ON THIS ISSUE NOW 
WOULD CAUSE PEOPLE TO DO THE SAME ON OTHER CASES. IN 
REPLY, LOEFF SAID THAT HE SAW THE US POINT AND WOULD 
REFLECT FURTHER. HE ADDED, HOWEVER, THAT THE EC DOES 
THINK ITS TRADE HAS BEEN RESTRICTED. IN GENERAL, EC 
QUOTAS HAVE FILLED A MONTH AFTER THEY OPENED AND (2) 

THERE IS GROWING PRESSURE WITHIN THE COMMUNITY TO ACT. 
CONSULTATIONS WOULD BE ONE WAY TO RESPOND TO THIS PRES- 
SURE. HAFERKAMP SUGGESTED THAT THE STEEL GROUP LOOK INTO 
THIS QUESTION WHEN THE SESSION RESUMED LATER IN THE DAY 
(SEE FURTHER REPORTS). 

8. STATUS OF ZENITH AND US STEEL CASES: EC SIDE (LOEFF) 
EXPRESSED APPRECIATION FOR CLEAR POSITION THAT USG HAS 
MAINTAINED WITH RESPECT TO TAX REBATES IN ZENITH AND US 
STEEL CASES. HE SAID THE EC WANTED THE US TO REMAIN 
AWARE OF THE IMPORTANCE IT ATTACHES TO THESE CASES AND 
ASKED FOR US EXPECTATIONS ABOUT SUPREME COURT OUTCOME 
IN ZENITH CASE. IN REPLY, COOPER SAID THAT USG CONTINUES 
TO THINK THAT THESE REBATES ARE NOT COUNTERVAIL ABLE. HE 
SAID USG IS FRANKLY PUZZLED OVER WHY SUPREME COURT 
AGREED TO HEAR THE CASE BUT THAT US LAWYERS DO NOT 
BELIEVE THIS SHOULD BE INTERPRETED AS MEANING THAT THE 
SUPREME COURT DISAGREES WITH THE APPELLATE COURT DECISION. 
USG HAS NO INFORMATION ON WHAT COURT DECISION WILL BE 
AND EXPECTS DECISION TO BE REACHED BEFORE THE END OF 
JUNE. HINTON 
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